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VIRGINTIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANT: OXY USA Inc.

RELIEF SOUGHT: POOLING OF INTERESTS
IN DRILLING UNIT NO. U-30 VIRGINIA
PURSUANT TO SECTION GAS AND OIL
45.1-361.22, (CODE OF BOARD
VIRGINIA, 1950 As
AMENDED) FOR THE PRODUCTION DOCKET NO.

OF COALBED METHANE GAS
(herein "Coalbed Methane Gas)
LEGAL DESCRIPTION; VGOB 91-1217-174
DRILLING UNIT NUMBER U-30
(Hereafter |'Subject Drilling Unit")
IN THE OAKWOOD COALBED GAS FIELD
NEW GARDEN GISTERIAL DISTRICT
BUCHANAN COUNTY, VIRGINIA

(the "Subje¢t Lands" are more
particularly described on Exhibit
"A", attached hereto and made a
part hereof

e e S S o o Yo ot o o o St ot o ot ot ot ot v vt "

REPORT OF THE BOARD

FINDINGS AND ORDER

X. Heari%q Date and Place: This matter originally came on for hea
before the Virginia Gas and 0il Board (hereafter "Board") at 9:00 a.

December 17, 1991, and was continued and thereafter heard on april 21,11
Dickenson Conferepce Room, Southwest Virginia Education 4-H Center, Abingdon,
Virginia.

25 Appearances: Howard G. Salisbury and Mark A. Swartz, appearz
the Applicant; and Sandra B. Riggs, Assistant Attorney General, was pres
advise the Board.

3 Jurisdiction and Notice: Pursuant to Sections 45.1-361.1 et| skq.,
Virginia Code, 1950 as amended, the Board finds that it has jurisdiction ovey the

subject matter. BHased upon the evidence presented by Applicant, the Board hlso
finds that the plicant has (1) exercised due diligence in conductifg a
meaningful search |of reasonable available sources to determine the identi 5 and

whereabouts of potlential owners, i.e., persons of record, having or claiming the
rights to coalbed methane gas in all coal seams below the Tiller Seam (hereaffter
"Subject Formatiops") in Subject Drilling Unit underlying and compri 4 of
Subject Lands, and (2) has given notice to all parties (hereafter sometf
"person(s)" whetHer referring to individuals, corporations, partnershlips,
associations, companies, businesses, trusts, joint ventures or other
entities) entitled by §§ 45.1-361.19 and 45.1-361.22, Virginia Code, 1
amended, to notice of this application, and (3) that the persons set fo
Exhibit B hereto pay be claimants of coalbed methane gas interests in Subfect
Formations, in Subject Drilling Unit underlying and comprised of Subject Ls
and are not subjert to any lease and who have not voluntarily agreed t
their interests. |Further, the Board has caused notice of this hearing
published as requyired by § 45.1-361.19B, Virginia Code, 1050 as amen
Whereupon, the Boprd hereby finds that the notices given herein satisf
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|
statutory requirements, Board rule requirements and the minimum atandar?L of

state due process

4, Amen None.

5. i None. |

6. e
361.22, including
1950 as amended,
and unknown perso
administrators, d

d: Applicant requests (1) that pursuant to §§
the applicable portions of § 45.1-361.21, Code of Virg
he Board pool the rights, interests and estates of the
s named herein and their known and unknown heirs, executprs,
visees, trustees, assigns and successors, both immediate

gas produced from the Subject Drilling Unit established for the Subject
Formations underlying and comprised of the Subject Lands, (hereafter some

granted and: (1) Pursuant to Sections 45.1-361.21(C)(3), Code of Virginia
as amended, Oxy USA, Inc. (hereafter "Unit Operator") is designated as the
Operator authoriz to drill, operate any well in the Subject Drilling

3-90 dated May 18,1990 to § 480-05-22.1 et seg., Gas and 0il Regulations

§ 480-05-22.2 et .y Virginia Gas and 0il Board Regulations, all as a Alded
from time to time, and (2) all the interests and estates in Subject Drilllling
Unit, including thpse of the known and unknown persons listed on Exhibit| 'B",

attached hereto and made a part hereof, and their known and unknown heilrs,
executors, administrators, devisees, trustees, assigns and successors, | both
immediate and rem¢te, who are not subject to any lease and who have

underlying and comprised of the Subject Lands.

Subject Permitted Field and
Formations Unit |[Size Well Location Well Classification
All coal Apprdximately Any point Oakwood Coalbed Gas OGCB|3+90
seams below 80-adre square within the Field and coalbed (5/153'0)
the Tiller drillling unit drilling unit methane (CBM) gas
seam and allowed by well
associated Order No.
strata OGCB 3-90 !

For the Subject Drilling Unit
underlying and comprised of the Subject '
Land referred to as:

Unit Number U-30 '
Buchanan County, Virginia.

8. Electio Each person pooled hereby may el
one of the options set forth in Paragraph 9 below and must give written not
of his election of the option selected under Paragraph 9 herein to the design
Unit Operator at the address shown below within thirty (30) days from the

this Order is recorded in the county above named. A timely election shal \
deemed to have been|made if, on or before the last day of said 30-day per
such electing person has delivered his written election to the designated

Operator at the address shown below or has duly postmarked and placed its wri

OO0t
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election in first| class United States mail, postage prepaid, addressed td the
Unit Operator at the address shown below.
[
9. Election Options: ‘
2.1 - To Participate In The Development and Operation the
Unit: Any person pooled hereby may elect to partici e in
evelopment and operation of the Subject Drilling nit
(hereafter "Participating Operator") by agreeing to pay| puch
Partic¢ipating Operator’s proportionate part of the actual|| and
reasonable costs, including a reasonable supervision fee, ﬁ the
well development and operation in the Subject Drilling Unit, ap|ore
partigularly set forth in Virginia Gas and Oil Board Regulat VR
480-05-22.2, Section 10 ("Completed for Production Co =
Further, a Participating Operator agrees to pay such Partici ing
Operafjor‘s proportionate part of the Estimated, Complete or-
Produdtion Costs set forth below to the Unit Operator within 3 ty-
five (j[45) days from the later of the date of mailing or the d of
recording of this Order. The Estimated, Completed-for-Prod ion
Costs |for the Subject Drilling Unit are as follows: i
stimated, Completed-for-Production Costs - $232,014.00Q |
A Partlicipating Operator‘s proportionate cost hereunder sh be
that oportion of said costs which the number of net mineral res
in the| Subject Drilling Unit owned or claimed by such Partici ing
Operatpr bears to the total number of mineral acres in Subject
Drillihg Unit. Provided, however, that in the event a Partici ing
Operatpr elects to participate and fails or refuses to pay |his
proportionate part of the Estimated, Completed-for-Production sts
as set|forth above, all within the time set forth herein and the
manner| prescribed in Paragraph 8 of this Order, then ch
Participating Operator shall be deemed to have elected n to
participate and to have elected compensation in lie of
participation pursuant to Paragraph 9.2 herein.

9.2 Option| 2 - To Receive A Cash Bonus Consideration: In 1% of
participating in the development and operation of Subject Drillling
Unit umder Paragraph 9.1 above, any owner of an unleased int st
may elect to accept a cash bonus consideration of $1.00 pe et
mineral acre owned by such person plus a royalty of 1/8th of 8/8ths
[twelve and one-half percent (12.5%)] of the net proceeds rec % ed
by the Unit Operator for the sale of the coalbed methane gas and gas
condengate produced from any well development covered by this Orfler
(for purposes of this Order, net proceeds shall be actual procegds
received less all post-production costs incurred downstream of the
wellhead, including but not limited to, all gathering, compres n,
treating, transportation and marketing costs, whether perform by
Unit Operator or a third person) as fair, reasonable and equi le
compensiation to be paid to said owner, and any owner of a 1 ed
interest may elect to accept a cash bonus consideration to be id
to sai owner of $1.00 per net mineral acre leased as fiair,
reasonaple and equitable compensation. Such cash bonus, when |so
elected|, shall be tendered, paid or escrowed within sixty (60) |ddys
from the date of this Order and when so paid or escrowed shall||be
satisfaption in full for all right, title, interests, estates,| dnd
claims of such electing person in the Subject Lands, except, in the
case of] the owner of an unleased interest, for the normal 1)/8th

royalty| interest.
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The ellection made under this Paragraph 9.2, when so made shalll be
satisfaction in full for all right, title, interests, estateg and
claims of such electing person in any well development cbVered
hereby and such electing person shall be deemed to and hereby |does
lease| and assign all its right, title, interests, estates,| and
claims in the Subject Drilling Unit to the Unit Operator. |

MLA bl (] o = = Pe = opmen ANd UpE = on AS

nggjj pating Pe 9-1 On A Cs : s And To Re e Cons ?‘ 01
Of Cash: 1In lieu of participating in the develOpme and

opera iion of Subject Drilling Unit under Paragraph 9.1 above i in

lieu of receiving a cash bonus consideration under Paragraph|9.2

above, any person pooled hereby may elect to share in |the

develgpment and operation of Subject Drilling Unit on a carntied
basis [(as a "Carried Well Operator") so that the proportionate

of the Completed-for-Production Costs hereby allocable to| guch
Carried Well Operator’s interest is charged against such Cargied
Well Operator’s share of production from Subject Drilling Unit{ |All
of su Carried Well Operator’s rights, title, interests, estdtes

and clpims in Subject Drilling Unit shall be deemed and hereby |are
assigned to the Unit Operator until the proceeds from the sale
such c¢arried well operator’s share of production from Supject
Drilling Unit (exclusive of any royalty, excess or overrj Hing
royalty, or other non-operating or non cost-bearing burden reser ed

in any| lease, assignment thereof or agreement relating th:i to
covering such interest) equals three hundred percent (300%) for a
leased| interest or two hundred percent (200%) for an un1=q-ed
interest (whichever is applicable) of such carried well operatok’s
share |of the Completed-for-Production Costs allocable to he
interegt of such Carried Well Operator. When the Unit Ope or
recoupg and recovers from such Carried Well Operator’s ass ed
interegt the amounts provided for above, then, the assigned interest
of such Carried Well Operator shall automatically revert back|to
such Carried Well Operator, and from and after such reversion, ch
Carried Well Operator shall be treated as if it had participated
initially under Paragraph 9.1 above; and thereafter, |sgch
participating person shall be charged with and shall pay| Ris

The eleption made under this Paragraph 9.3, when so made, sha
satisfarction in full for all rights, title, interests, estates| &
claims ¢f such electing person in any well development and opera

covered| hereby and such electing person shall be deemed to have and
hereby Hdoes assign all its rights, title, interest, estates d
claims in the Subject Formations in the Subject Drilling Unit to| the
Unit Operator for the period of time during which its interest ||lis
carried| as above provided prior to its reversion back to h

electing person.

Option |4 - ectio Rights o ino Child Matthew Desk :
Notwithgtanding any provisions to the contrary set forth in s
paragraph 9, Matthew Deskins’ election rights shall be exercised &s
follows: by his guardian ad litem as appointed by order of |the
Circuit |Court of Buchanan County, Virginia, in Chancery Action H-.
98-92, which action is now pending before said Court in conformity
with the| order of said Court.

Until such time as a binding election is made on behalf of, or| Ry
said mipor, the Applicant shall escrow funds as provided | gt
paragraph 17 below in an amount(s) equal to that which would| He
required| to be escrowed in the event the said minor had elected Ho
participate under Option 1 above, but in no event less than tHe

4 |
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amount (8) which would have been required to be escrowed in the gvent
the said minor had elected to lease under Option 2 above The
Applicant shall notify the Board of the minor‘s election made o his
behalf by his guardian and shall petition the Board to dirert] the
escrow agent to disburse the funds then held by the escrow| agent
consistent with the election made. After election, the Appw1 ant
may pay funds allocable to the minor‘’s interest as ordered byl the
Court|in the referenced Chancery Action. |

The Bpard respectfully requests that the Court direct that| the
guardian make his or her election as provided herein within| siixty
(60) days of the entry of the order appointing the guardian.

All other provisions of this order which are not in conflict with or
otherwise inconsistent with the provisions of this Option 4 |shall
apply |to the minor respondent herein. i

10. Failure to Prope Elect: In the event a person fails to |elect
within the time, in the manner and in accordance with the terms of this Ordef or
the alternatives spt forth in Paragraph 9 above, such person accepts as tg sguch
person’s interest, then such person shall be deemed to have elected npf to
participate in the proposed development and operation of Subject Drilling Unit
and shall be deemed, subject to a final legal determination or ownership, to Rave
elected to accept |as satisfaction in full for all such person’s right, tifjle,
interests, estates|and claims the consideration provided in Paragraph 9.2 |aove
for which its intprest qualifies and shall be deemed to have leased and/or
assigned all his right, title, interests, estates and claims in the Sub[ject
Drilling Unit to thHe Unit Operator. Persons who fail to properly elect shall be
deemed, subject to ja final legal determination of ownership, to have accepted |the
compensation and terms set forth herein at Paragraph 9.2 in satisfaction inl flull
for all right, title, interests, estates and claims of such person in the Subject
Lands.

3. Default By Participating Person: In the event a person elects| to
participate under Paragraph 9.1, but fails or refuses to pay, to secure khe
payment or to make An arrangement with the Unit Operator for the payment of|shch
person’s proportionate part of the Estimated Completed-for-Production costs| as
set forth herein, all within the time and in the manner as prescribed in|this
Order, then such person shall be deemed to have withdrawn his electiagn|to
participate and shall be deemed to have elected to accept as satisfaction in ﬁ-ll
for such person’s [right, title, interest, estates and claims the cash bohus
consideration provided in Paragraph 9.2 above for which his interest qualif}es
depending on the expess burdens attached to such interest. Whereupon, any ch
cash bonus consideration due as a result of such deemed election shalll |be
tendered, paid or egcrowed by Unit Operator within sixty (60) days after the ﬂ st
day on which such |defaulting person under this Order should have paid| Ris
proportionate part ¢f such cost or should have made satisfactory arrangements for
the payment thereof| When such cash bonus consideration is paid or escrowed, |it
shall be satisfactign in full for all right, title, interests, estates and cllalims
of such person in the Subject Lands covered hereby.

12. Assignment o nterest: 1In the event a person elects or failp|lto
elect to do other than participate under Paragraph 9.1 above in the developmdgnt
and operation of the well in Subject Formations in Subject Drilling Unit, en
such person shall be deemed to have and shall have assigned unto Unit Operator
all of such person’sg right, title, interests, estates and claims in and to 5ali d
well, in Subject Formations in Subject Drilling Unit, and other share |in
production to which| such person may be entitled by reason of any electio"ar
deemed election hereunder. _

|

13. Unit Operato or Operator): The Applicant, OXY USA, Inc., be qud

hereby is designated as Unit Operator authorized to drill and operate the ‘qu

5
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in Subject Formations in Subject Drilling Unit, all subject to the rmit
provisions contained in Section 45.1-361.27 et seg. , Code of Virginia, 1980 as
amended, §§ 480-05-22.1 et seg., Gas and 0Oil Regulations and §§ 480—05-ﬁ; et

seqg., Virginia Gds and 0il Board Regulations, and the Virginia 0il a Gas
Conservation Board’s Order No. OGCB 3-90 dated May 18, 1990, all as amended |[from
time to time, and |all elections required by this Order shall be communicat to
Unit Operator in writing at the address shown below: |

OXY USA, Inc.
P. O. Drawer Q !
Richlands, VA 24641 ‘
Phone: (703) 964-9803 i
Fax: (703) 964-0381

Attn: Martin E. Wirth, Land Manager |

14.Commenceme = : Unit Operator shall commence or caus
commence operations for the drilling of any well covered hereby within |[three
hundred and sixty- e
the same with due d

15. (o) : Unit Operator, in addition to the other r

shall have a lien and a right of set off on the mi

estates, rights, and interests owned by any person subject hereto who elec to
participate under Paragraph 9.1 in the Subject Drilling Unit to the extent |that
costs incurred in the drilling or operation on the Subject Drilling Unit e a
charge against such| person’s interest. Such liens and right of set off sha be
separable as to each separate person and shall remain liens until the it
Operator drilling qr operating any well covered hereby has been paid the 11

amounts due under

16.

By this|Order, the Board instructs the Escrow Agent named herei
any successor named py the Board to establish an interest-bearing escrow accourn
(herein "the Escrow Account") to receive and account to the Board pursuant t
agreement for the escrowed funds hereafter described:

- < i B
n~ R

Tazewell National Bank ‘
P{ O. Box 909

Tazewell, VA 24651
(herein "Escrow Agent")

any funds of the Unit] Operator and shall, pursuant to Section 45.1-361.21.D,
of Virginia, 1950 as amended, be deposited by the operator into the Es
Account, commencing |when a sale of gas produced from the well commences
continuing thereafter on a calendar quarter basis with each deposit to be m
by use of the Report|Form approved by the Director, by a date which is no 1
than fifteen (15) days after the last day of each month being reported and/or |f
which funds are being deposited. Such funds shall be held for the exclusive
of, and sole benefit [of the person entitled thereto until such funds can be
to such person(s) or|until the Escrow Agent relinquishes such funds as requi

QLEOSD ot

[ B )
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by law or pursua to Order of the Board in accordance with § 45.1-361.
Code of Virginia, [1950 as amended. Attached hereto is a listing of all pe
who cannot be lqcated together with each person’s last known addres
available.

16.2. ¢ -H If any paymen
bonus, royalty payment of other payment due and owing under this Order can

funds of the Unitk Operator and shall, pursuant to Virginia Code Sec
45.1-361.22R.2 and 45.1-361.22.4, be deposited by the Operator into the K
Account, commencing when a sale of gas produced from the well commences

17. L i The Board specifically and specially finds

1%:3 3
transact business in the Commonwealth of Virginia;

17.2 Applicaht claims ownership of gas leases, coalbed methane c
leases,|and/or coal leases and the right to explore for, develop &
produce| coalbed methane gas from coal seams below the Tiller seam |i
Unit Number U-30 in Buchanan County, Virginia, which Subject Lg
are more particularly described in Exhibit "A".

17.3 Applicant is an operator in the Commonwealth of Virginia and
satisfied the Board's requirements for operations in Virginia;

17.4 Applicant has proposed the drilling of a well on the Subj
Drilling Unit to develop the pool in Subject Formations.

17.5 Responddnts are listed on Exhibit "B". Set forth in Exhibit "B
the namg and last known address of each person of record (who

methane |gas underlying in Subject Drilling Unit underlying land
comprised of Subject Lands.

17.6 Applicant commenced Chancery Action No. 98-92 in the Circuit Co
of Buchanan County, Virginia pursuant to the provisions of
45.1-361{21.E, Code of Virginia, for an order appointing a guardia
ad litem| for claimant, Matthew Deskins, a minor, a copy of whi

| 1
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on was filed with the Board. In paragraph 9.4 of this

ard has set forth the procedure to apply to the EIF

rights of minor child, Matthew Deskins.

17.7 The estimated production over the life of the proposed well it
to 550 MMCF. The estimated amount of reserves from the Su
Drilling Unit is 125 to 550 MMCF.

17.8 Pursuant to the evidence presented by Applicant, Island Creek
Company consented to stimulation of coal seams under lease to I
Creek |Coal company by document dated September 5, 1991, attach
the Application as Exhibit D.

17.9 Applidant’s evidence established that the fair, reasonablL|
equitable compensation to be paid to any person in lieu of the
to participate in any well covered hereby are those options prov
in Parlagraph 9 above; and

17.10 The relief requested and granted is just and reasonabl | is
supported by substantial evidence and will afford each person the
Subjeck Drilling Unit the opportunity to recover or receive, w out
unnecepsary expense, each person’s just and fair share of |the
production from Subject Drilling Unit. The granting of ||the
Application and relief requested therein will ensure to the ent
possible the greatest ultimate recovery of petroleum hydrocar s,
preven or assist in preventing the various types of te
prohibjted by statute and protect or assist in protectin he
correlative rights of all persons in the subject common sourc of
supply|in the Subject Lands. Therefore, the Board is enteri an
Order granting the relief herein set forth.

18. Of Order And Filing Of Affidavit: Applicant or its Att } ey

avit with the Secretary of the Board within ten (10)
ceipt of this Order stating that a true and correct copy|of
ed within seven (7) days from the date of receipt of
n pooled by this Order whose address is known.

after the date of
said Order was mai
Order to each pers

19 vaila
not subject to a le
Unit which are su
Inspector(s).

20. Conclusjion:

provisions set fort

ility of Unit Records: The Director shall provide all per
se with reasonable access to all records for Subject Dril
itted by the Unit Operator to said Director and/or

Therefore, the requested relief and all terms
h above be and hereby are granted and IT IS SO ORDERED.

2. Effectiye Date:

execution.

DONE AND EXECUTED this ,5 ﬂ day of

of the Virginia Gas

This Order shall be effective on the date of :

, 1992, by a majo
and 0il Board. |

b |

nny R. W er

Ly

Chairman,
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Docket No. VGOB-91-

RESPONDENT(S) WHO HAVE NOT LEASED OR OTHERWISE CONTRACTED WITH ARPI
Mineral Gross Acreage Undivided Imer%t
Owner Ownership Within Unit Within Unit |
Tract Richard Deskins ( Mineral )
o i)
1. Ruby E. Schamghorn Coal, 0il 28.91 ac. 36.13 %
Box 642 & Gas
Crescent City, CA 95531
2 Matthew C. Deskins, a minor Coal, Oil 28.91 ac. 36.13 %
c/o Barbara L. Wooten Deskins & Gas
P. O. Box 33
Barhamsville, Virginia 23011

VIRGINIA: In the Clerk’s Office of the Circuit Court of Buchanan County. The foregomg inst

was this day presented in
admitted to recor &
Deed Book No...2. £

“ a0k 392 ruce 223 -
1217-174

PARTIES RESPONDENT
EXHIBIT "B"
Well No.: CBM 1 U-30

oresa.ld
day of ..

age No. 2}_3

th

LICANT
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CLERK'S OFFICE
BUCHANAN COUNTY i COURT

led and admi
this day of
at ¢ o'clock
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03R State Tax L L0
220 Local Tax
145 VSLF

Department of Mines, Minerals and Energy
DIVISION OF GAS & OIL
POST OFFICE BOX 1416
230 CHARWOOD DRIVE
ABINGDON, VIRGINIA 24210




